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Mr. Butler submitted the following report of the Water Transporta- 
tion Subcommittee of the Senate Committee on Interstate and Foreign 
Commerce concerning whether the Maritime Administrator has been 
administering improperly the law dealing with foreign transfers of 
American-flag vessels. 

INTRODUCTION 


Recently the Maritime Administrator, Hon. Louis 8S. Rothschild, 
permitted certain tanker owners to transfer eight of their American- 
flag vessels to foreign registry. As a result, representatives of organ- 
ized American maritime labor protested vigorously that Mr. Roths- 
child was improperly administering the law dealing with transfers 
foreign. 

Because of the seriousness of the complaint the subcommittee held 
a hearing on March 14, 1954, for the purpose of giving the Maritime 
Administrator an opportunity to discuss with us the various factors 
which he considers in acting upon requests for permission to sell or 
transfer foreign privately owned American-flag vessels. Senator John 
Marshall Butler, chairman, presided; and Senator Charles E. Potter, 
Senator Warren G. Magnuson, and Senator George F. Smathers were 
also present. Senator Frederick G. Payne, unable to attend because 
of previously scheduled senatorial duties, sent a member of his staff 
to audit the hearings. 

In addition to Mr. Rothschild, the others who testified at the hearing 
or submitted written statements for the record were as follows: 

1) Mr. Hoyt S. Haddock, executive secretary of the CIO 
Maritime Committee and chairman of the Conference of American 
Maritime Unions. 

(2) Mr. George W. Morgan, president, Association of American 
Ship Owners. 

(3) Mr. James B. Stuart, president, American Tramp Ship- 
owners Association. 

(4) Marvin Coles, Esq., counsel, American Tramp Shipowners 
Association. 

Frank J. Zito, Esq., counsel for various steamship 
companies. 

(6) Anthony N. Zock, Esq., counsel for various steamship 
companies. 

(7) Mr. E. Holzer, executive vice president, American Union 
Transport, Ine. 

(8) Mr. Thomas A. Spears, president, National Shipping «& 
Trading Corp. 

(9) Mr. John P. Talbot, of the steamship Excalibur. 

B-fore setting forth the statutes involved, the question presented, 
and our conclusion and recommendations, it might be well to point 
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out that this is not the first time a congressional committee has con- 
ducted hearings on the complex subject of foreign transfers of Ameri- 
can-flag vessels. In February 1950, Senator Magnuson’s Maritime 
Subcommittee held hearings on the subject. Then, as now, a ship- 
ping recession gripped this Nation, resulting in idle ships whose owners 
sought relief under foreign flags, and in unemployed American seamen 
who, with equal vigor, opposed such transfers 

For those who are interested in the broader aspects of the foreign 
transfer problem, we also suggest a thorough reading of the recently 
published report entitled ““Maritime Subsidy Policy,’’ prepared by the 
Office of the Under Secretary of Commerce for Transportation, and 
the Maritime Administration. While that comprehensive treatise 
does not take up separately the foreign transfer matter, at various 
places it does deal with certain factors which cause the owners of 
American-flag vessels to desire foreign registry; at other places it 
touches, directly or indirectly, on the effects of permitting foreign 
transfers; at still others, it deals with what might be done to prevent 
the desire for transfer in the first place 

Accordingly, as an appendix to this report, we have set forth those 
portions of the Maritime Subsidy Policy Report which seem most 
pertinent and relevant to the matters considered by us. 


QUESTION PRESENTED 


In ruling on the requests of owners of American-flag vessels for per- 
mission to sell or transfer foreign, has the Maritime Administrator been 
administering the law improperly? 


STATUTES INVOLVED 


Sections 9, 37, and 41 of the Shipping Act of 1916, as amended (46 
U.S. C., see. 808, 835, and 839), are the statutory provisions most 
directly involved in transfers or sales foreign of American-flag vessels 
The most pertinent portions of those provisions are as follows: 

A. Section 9 of the Shipping Act of 1916, as amended (46 U.S. ¢ 
808): 


Except as provided in section 1181 of this Title (46), it shall be unlawful, 
hout the approval of the | ted States Maritime Commission (Administration 
to rtgage ease, cha r, deliver, or in any manner transfer, or agree to 
Sell, mortgage, ica charter, di ver, or 1 anv manner transfer, to any perso! 
n 1 Cl en o ie Unite i States, or transfer or piace under foreign registry or 
flag, any vessel or any interest therein owned in whole or in part by a citizen of th 
| ead St ( and «a imented under the law of the United States. or the last 

entation OF Whit Wii Inder the lay of the United States 


B. Section 37 of the Shipping Act of 1916, as amended (46 U.S. C 


When the United State is at war or during anv national emergency, the 
existence of which is declared by proclamation of the President. it shall be unlaw 


t } f 


ful, without first obtaining the approval of the Commission (Administration 
a ro transfer I 


Oo or place under at ore registry or flag any vessel owned 

whole or in part by any person a citizen of the United States or by a corporation 

organized under the laws of the United States, or of any State, Territory, District, 
Or DOSSeSSI1O thereot: or 

b) To sell, mortgage, lease, charter, deliver, or in any manner transfer, or 


agree to sell, mortgage, lease, charter, deliver or in any manner transfer to any 
person not a citizen of the United States, (1) any such vessel or anv interest 


therein, or (2) any vessel documented under the laws of the United States, or any 





ee 
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interest therein, or (3) any shipyard, drydock, shipbuilding or ship-repairing 
plant or facilities, or any interest therein + 


C. Section 41 of the Shipping Act of 1916, as amended (46 U.S. C 


Whenever by section 808 or 835 of this Title (46) the approval of the Commission 
(Administration) is required to render any act or transaction lawful, such approval 
may be accorded either absolutely or upon such conditions as the Commission 
(Administration) prescribes + 4 


CONCLUSION 


These statutes constitute a broad grant of discretionary authority 
The euldance contained in the veneral policy declarations of our seve ral 


shipping laws sets forth the statutory standards. It is incumbent on 
the Maritime Administrator to give effect to the basic maritime policy 
declared by Congress in our shipping acts sriefly stated, our na- 


tional maritime policy provides for the development and maintenance 
of an adequate and well-balanced, privately owned American merchant 
marine (1) to promote the commerce of the United States, and (2) to 
aid in the national defense Within the framework of these prinary 
objectives of our policy, the Maritime Administrator, in administering 
the law must accord to the shipowner seeking transfer a judicio 
regard for the American concept of the rights of private property 
In discharging his duties in this regard, the Maritime Administrator 
must act with equity and justice in weighing the opposing factors 
We recognize that the balancing of the factors is difficult. Under the 
law reasonable men considering the same set of facts can conscien- 
tiously and justifiably arrive at differing conclusions. Consequently, 
and with reference to the particular ships here involved, on the basis 
of the facts appearing in this record the subcommittee cannot find that 
the Maritime Administrator has administered the law improperly 
This is true even though some members of the subcommittee on the 
evidence may have arrived at a conclusion opposite from that of the 
Maritime Administrator. 
CAVEAT 


The Maritime Subsidy Policy Report, recently published by the 
Office of the Under Seer: tary of Commerce for Transportation and 
the Maritime Administration, concludes (p. 119) that 





National defense, on the basis of curr t plannit o's lires an active m 


fleet in peacetime of about the size of that in operation on December 31, 1952 





It also recognizes (p. 120) that 
Unless American-flag vessels can be operated profitably many owners will seek 
to transfer them to foreign registry. 


And that same report, at page 123, recommends direct aid to certain 
qualified tramp operators, stating: 

The Department of Commerce should request legislation authorizing the 
Secretary of Commerce upon certification of national Cefense necessity by the 
Secretarv of Defense to grant operating subsidy aid on a basis not to exceed 
parity with foreign competition to ships enga “din tramp operations 

Accordingly, pending the Department of Commerce’s request for 
such legislation, we urge the Maritime Administrator to act cautiously, 
vet justly, in ruling upon requests for permission to transfer foreign. 
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DISCUSSIONS AND RECOMMENDATIONS 


Under various Federal maritime statutes the owners and operators 
of merchant vessels flying the American flag and documented under our 
law, receive from that status certain rights and benefits and, in turn, 
incur certain obligations and responsibilities. This latter, this quid 
pro quo as some term it, is all too often overlooked by well-intentioned 
but nonetheless shortsig] ited peo ple who either oppose an Ame rican 
merchant marine, or who favor it but are unwilling to face up to the 
fact that for this invaluable national asset some costs must be met by 
the Federal Government. Not the least of the obligations im posed 
on the owners of American-flag vessels, whether subsidized or not, is 
that they may not transfer or sell their vessels foreign without the prior 
approy il of the Maritime Administrator. 

The paramount factor to be considered in deciding the issue of 
foreign-flag transfer is the national interest. In passing on that 
question, the Maritime Administrator, in conjunction with the Depart- 
ment of Defense and other interested agencies, must of necessity 
determine the size and composition of the American-flag fleet adequate 
for national defense purposes and the foreign and domestic commerce 
of the United States. This finding necessarily requires a careful 
consideration and evaluation of the economic conditions at home and 
of world economic and political conditions. At this time it must 
always be borne in mind that there is a grave possibility that this 
country may soon be called on to engage actively in full or limited 
military operations to deter further Communist aggression. If 
through force of circumstances we become involved in a full-scale 
or a limited conflict, then every ship—passenger, dry cargo, and 
tanker—now under the American flag, and all trained merchant 
seamen will be required to meet our ocean transportation needs. 
The proof of this conclusion is found in our experiences in World 
Wars I and II and the Korean conflict. 

There are many trouble spots in the world. Our commitments 
are widespread. Yesterday the Communist menace was far from 
our shores; today we have it at our doorstep. World political con- 
ditions are in a state of turmoil. Can we be assured that, in the 
event of need, the ships registered under the flags of countries now 
friendly to the United States, will always be readily available to us? 

Our merchant marine has been rightly called the fourth arm of 
defense. We cannot afford to permit it to erode slowly or wither 
away, even though in the process of maintaining an adequate, well- 
balanced fleet in the national interest, some individuals may fail to 
realize an anticipated return on their capital investment. In cases 
where circumstances beyond the control of the owner unduly jeop- 
ardize the capital investment in a ship and it is in the national 
interest to retain the ship under the American flag, some measure 
of protection should be afforded the owner. One such proposal i 
herein discussed. 

Each application for transfer must be considered on its individual 
merits. This requires a careful weighing of all the evidence existing 
in the files and records of every agency of Government having a direct 
interest in our maritime affairs. There must be the closest of coordina- 
tion within the executive agencies, particularly among the Depart- 
ments of State, Defense, and Commerce. 








t 
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For example, a Department of Defense spokesman (Admiral 
Denebrink), before a subcommittee of the Senate Armed Services 
Committee, stated: 


I have given you a gloomy picture of the future of the United States-flag tanker 


fleet. Let us look for a moment at its capability in terms of national defense 
today. The United States has an initial requirement for tankers in the event 
of war in the amount of approximately 10 million Ceadweight tons. The United 
States-flag tanker fleet, private and Government-owned, built and buil ing, falls 


short of meeting this requirement by more than a million and a quarter dead weight 
tons (S. 2788, 83d Cong., 2d sess. 

The admiral further pointed out “that this deficiency applies to 
initial wartime requirements.”’ This testimony, given in support of 
a program to permit the acquisition by the Navy of fast, large-size 
modern tankers, did not specifically deal with the question at issue 
in this proceeding, but it has a direct bearing thereon. It is an expres- 
sion of a military fact involving our national defense. It is a fact 
which must be considered in any case involving transfers foreign. 
Here again we are constrained to recognize the truism that full-scale 
or limited military operations will make every vessel, regardless of 
characteristics, size, or speed, essential to any successful war effort. 

Some will ask, ‘‘Why would an owner of an American-flag vessel 
desire to sell or transfer it foreign?’’ There are undoubtedly many 
reasons. Most are economic in nature, and accordingly are quite 
varied. Nonetheless, it is obvious that over the long run, private 
owners of American-flag vessels will probably seek to transfer or sell 
them foreign when, in their opinions, it becomes economically ad- 
vantageous or necessary to do so. Or, said another way, they will 
seek to transfer or sell foreign when it becomes economically unprofit- 
able or impossible for them to continue to operate under the American 
flag. As the recently published Maritime Subsidy Policy Report 
points out, at page 120: 


Operating costs, especially seagoing wage costs, are so much higher for United 


States-flag ships than for foreign-flag ships that it is becoming increasingly difficult 
for American ships, particularly those in the nonsubsidized fleet, to compete in 
foreign trade This probl m has become more acute with the increase ir for igne- 


flag con petition a: d the reduction in the amount of cargo pre ference tratte 


Although the question was not specifically before us, it was only 
natural that we would give much thought to what was needed to con- 
vince the owners of American-flag vessels that it always would be to 
their advantage, economic and otherwise, to operate under the 
American flac. We did not think it necessary to consider seriously 
whether in addition to the American-flag vessels owned by the sub- 
sidized lines, we also needed under the American flag our nonsubsidized 
tanker and tramp fleets. In accord with certain statements in the 
Maritime Subsidy Policy Report, some of which we have reprinted 
in the appendix to this report, it seems to go without saying that we 
cannot afford to rely upon foreign-flag vessels to handle that portion 
of our foreign commerce presently being carried on vessels which make 
up the nonsubsidized privately owned American merchant fleet. 

We found the following portions of the Maritime Administrator’s 
testimony of persuasive significance in reaching our conclusion that 
he has not abused the administrative discretion entrusted to him by 
sections 9, 37, and 41 of the Shipping Act of 1916, as amended: 

The Shipping Act, 1916, and related merchant marine laws make evident that 
the provisions of sections 9 and 37 constitute part of a coordinated plan for the 
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ent of ar American merchant marine i he interest of the national 

‘ and economy 
heir basic purpose is to restrict sales to aliens of vessels required for the 
\ rtation of cargo in the foreign commerce of the United States and for its 

i il defe 

; ‘ ( it ld also be made clear t these provisions were not in 
1 »Aa ri ud tra ea ( to exercise an absolute power over 
ranste Rat hey conte late in a I ria Cases ‘ ( Ssit Lu 
c me restrictlo O ansfer of vesse hich, but for factors peculiar tu 
( il utilit it itional eco ) \ wd dekrense ould be freely sold or 
ra rred e any other i om You will find it the administra 
el t marked 4 1 regard for constitutional 
ra ( otpro I ri V1 y i e re ( for the need to use restraint 
vad d é ’ i ori ’ itrary exercise of whicl ould be 















ur ha ‘ ( ndersta e Co ( as 
i ca ) LO ¢ ( i rit YW l re Is adr inl rative oO 
rms, | isa manda t CO to ( ireful ynsidera- 
) ra | I t ra erre naintena of 
i i eT t i! i 1 na al d l 1 manner cor 
\ ( ) f ( c ( | foreal lj fF thy 
| [Sta 7 weency regularly consults with 
D 4 matt a the 1 irtment of tate 
{f fore. i ( i ¢ } j ea } 
l\antages aga ‘ idvanta of for transfer foreig1 
we! 1 I ! { ‘ ( cars of a l 
f x ut ( I uve ited 
| ‘ it no rigid d mr should he olved 1 broad rm In 
i is for ( ea il a } terna nal rela 
rea i] i 4 Sie sane fo oe aAroinistratic f the 
il I funetu arial Tle wproact urd i robler ws] ( ed 
i tial Lach use vd end ( f ’ lat 
[ ind decided t fA T hich are marily ce lered in the oh 
ireas \ ! ( 1 an a ’ ld antan nt to an 
lf arbitrary a r } h ¢ , eri } ‘tua 
ind whicl anid the . tr, TA ri $-- Vi if rivate eonerty 
! ) it 1 ul ira wall inlawt isl ot I ate I | l on- 
her I vdd ) he Oo ( Lt1O hich re directl 
ul nn 1g \ I uti ol ea mncer 
Whether the vessel sought to be tra rred is required in aid of nationa 
( If a par ilar vessel f such importance to our milita requiren ts 
might s eas a e¢ i liar ime of ¢ re i tl Na so 
no tra er woul llow ’ | ecla how er nat tl may 
I \ s where transfe 0 friendly i for the purp yf strengthening 
r ow ef Ss agai ta in ageressor nation migl inder current 
con iti be of Cirect al ) I \ nse requirements 
> Whether the vessel will actually continue in operatio 
| may not be compelled to continue in the shipping busine 
ul hort supp wn” trace ire O rto i If he op 
iv prefer to lav the vessel up or even scrap her and salva 
4 ible In short, if transfer uncer such cireur ances shoul 
) assurance that the ve 1 will cont le in « io! 

3. Whether transfer of the vessel will in some measure make private financing 
re attractive thar l now 1 in tl »sh Dp bu l' s Pr hibi ion against forei 
transf¢ a sense imposes a form cf paramount right or cloud upon title and with 

ancial circles particularly ser ive to private financing of shipping, a rigid 
emba ) against transfer foreign would further cissua’e the financial int S 

{ Whether transfer will tend towar encourageme! of vessel replacement 
Foreign sales thus far have yiel’ed prices for vessels substantially above prices 
available upon sales for American-flag operation this inducement has per- 





iaced the construction of new vessels in American ipvards despite higher costs 
On the other hand, refusal to transfer may persuade owners to take advantage of 
the lower cost of construction in foreign shipyards 

5. Whether transfer will have an ad 
American-flag vessels. To the extent that these remaining American-flag vessels 
aie protected in the domestic trades and are guaranteed export cargo by statute, 


their operations may benefit. On the other hand, refusal to transfer would tend 





verse economic effect upon remaining 
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to increase the amount of surplus tonnage and thereby further depress the market 
concitions for merchant shippin: 
With these policy considerations in mind, the Maritime Administration gives 


consideration to the following specific factors in each case for the purpose of ceter- 
mining whether to approve or Cisapprove a particular application for transfer 





foreign. Consideration is given accordingly 
1. With respect to the vessel, to its age, concitio ize, type, and other facilities 
acapted for the trade which is serves 
2. With respect to maintenance of an adequate Americar erchant marine, 
» the trace which the vessel now serves and hereafter will serve r the ves 
sel is or hereafter will be needed to provice adequate service it whether 
lomestie or foreign: and whether its removal from such trade will improve eco- 
nomic concitions and encourage construction, ownership, and operation of an Amer 
ican merchant marine 
3. With respect to national defer to its need whether in meeting pr or 
future military requirements, if so 1 ed, whether the vessel shou vi 
tained in a lay-up or operating con‘ itior best ser) itional defense Avail 
ability of the vessel in tim I ir i f rse, an ¢ I | misideratiol 
Consideration is also afforde! to the impact of tr ers foreign upon owners 
and also the employees of America a esse! I tl rre’eship ant a Ww 
that continued operation I ‘ntuall ip and fi 1da- 
of the operation, carrying with l nh ) l ers ia i- 
ate busine considerations | ‘e weighed uinst the broar'er 
aspects of the problem A ve | alreac i! Ay ip or sol tor secrap provi es no 
employment opportunities L tn and perhaps a l factors come into 
In the final analysis, however, permission to transfer for n must cep 
its overall effect upon ou yuntrs funca ‘tal pol a & priva 
owned and operated American merchant marine to me the requirements of our 
domestie and foreign commerce and na al defense 


In addition, Mr Rothsehild pre sented for the record certain 
statistical data which showed that the ave rage age ol the 461 privately 


owned United States-flag vessels t 


ransferred foreign from July 1, 1945, 
through February 28, 1954, was 23.5 years Wi found the excessive 
age of these vessels quite significar { Ce rtainly the older the tonnage 


transferred the less could be the danger of effective competition with 
our remaining flag vessels 

We found the views of the Conference of American Maritime Unions, 
ably expressed by Mr. Hoyt S. Haddock, persuasive on certaim points. 
We are inclined to agree with him that transfers foreign, even though 
coupled with restrictions as to where the vessels may trade, do increase 
competition against United States vessels. Incidentally the Maritime 
Subsidy Policy Report corroborates this by stating at page 53: 


Panama ; 


of Americat 


Liberia are becoming increasingly more important as competitor 





shipping 


While there may be some merit to his contention that because of 
Communist infiltration of foreign seaman ranks, ships under what he 
termed “Tunaway flac’ registrv might in fact not be available to us 
in time of emergeney, we assume that the Maritime Administration 
carefully considers this threat when he deliberates upon the “‘avail- 
ability of the vessel in time of war 

We are of the opinion that the above-quoted portions of the 
Maritime Administrator’s testimony reveal that in considering appli- 
cations to transfer ships to foreign flags he has been cognizant of the 
national interest at the time when he was considering the question. 
He has conscientiously sought to balance this paramount factor with 
the property rights of owners of American-flag vessels. In this con- 
nection he has consistently operated within the legal limits of the law 
as enunciated in the various shipping acts. 
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We received the Maritime Subsidy Policy Report on May 3, 1954. 
After reviewing it, we decided that although we preferred to cope 
with no more than the question of whether the Maritime Administrator 
had been administering improperly the statutory provisions dealing 
with transfers foreign, that approach would be of little value to those 
who have such vital interests in this complex problem. Therefore, 
we decided to try not only to answer the relatively narrow question 
presented but to go further in this report and point out why we believe 
it essential for the Maritime Administrator and/or the Department of 
Commerce to promptly propose or endorse a realistic program of 
direct aid to qualified nonsubsidized operators. In our opinion this 
should be done or the Maritime Subsidy Policy Report conclusion 
that the size of the active United States merchant fleet on December 
31, 1952 (and perhaps on December 31, 1953), while very close to 
adequate for initial mobilization requirements was without any margin 
of safety, should be altered. An explanation of our decision in this 
respect follows. 

We must bear in mind when considering the transfer foreign problem 
that the Office of the Under Secretary of Commerce for ‘Transporta- 
tion and the Maritime Administration have concluded in their Mari- 
time Subsidy Policy Report: 

(a) That the size of the active United States merchant fleet, while 
affording no margin of safety, was very close to adequate for initial 
mobilization requirement on December 31, 1952, and perhaps on 
December 31, 1953 (p. zea: Z 

(6) That national defense, on the basis of current planning, requires 
an active merchant fleet in peacetime of about the size of that in 
operation on December 31, 1952 (p. 119); 

(c) That operating costs of American-flag vessels are so mugh 
higher than those of foreign competition that it is becoming increas- 
ingly difficult for American ships, particularly those in the nonsub- 
sidized fleet, to compete in foreign trade (p. 120); 

d) That it is uncertain whether private operators can continue 
operations under the United States flag and lend investment support 
for a modern fleet of the desired size and characteristics (p. 37); 

(e) Direct aid to the tramps needed for national defense is probably 
necessary (p. 120, 123). 

If the above conclusion that national defense requires an active 
merchant fleet of about the size of that in operation on December 
31, 1952, is correct and has little downward elasticity, it would seem 
unwise, from a defense point of view, to permit the owners of Ameri- 
can-flag vessels to sell or transfer foreign a large number of American- 
flag vessels. And yet, since many of these vessels which made up 
our active merchant fleet at the end of 1952 are owned by nonsub- 
sidized operators, and since the Maritime Subsidy Policy Report 
realizes as almost inevitable that these operators are losing and will 
continue to lose money, the question is, “‘How can they continue to 
operate or maintain their vessels under the American flag?” That 
report’s answer to this dilemma seems to be direct aid. We concede 
the logic of this approach. However, we reserve comment as to 
whether it is realistic until we see the details of the proposal referred 
to on page 123 of the report, where aid to tramps is recommended. 

We do not advise a “no transfer” policy in cases of extreme hard- 
ship already existing or immediately impending. However, this 
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factor alone should not be determinative of the issue. The national 
interest must be considered. Further in this connection, we suggest 
that it would be premature to permit any large segment of our pri- 
vately owned fleet to go foreign before the direct aid referred to in 
the Maritime Subsidy Policy Report recommendations is proposed 
and reviewed. 

JOHN MARSHALL ButuEer, Subcommittee Chairman. 

CuHar.eEs E. Porrer, Member. 

Freperick G. Payne, Member 

WaRREN G. Macnuson, Member. 

GerorGE A. SMATHERS, Member. 

Approved: 
JoHn W. Bricker, 
Chairman, Senate Interstate and Foreign Commerce Committee 








APPENDIX 





PERTINENT PASSAGES FROM THI MARITIME SUBSIDY POLICY REPORT 


i Factors whic h cause owners of American-flaq essels to desire fore Lan 
reqistry ; 

\. “* * * Tn view of the serious problems facing the merchant 
marine, it is by no means certain that private operators can or will 
continue operations under the United States flag and lend investment 

ipport tor a modern fleet of the desired size and characteristics. 
This uncertainty prevails even though there ts universal acceptance 
of a maritime policy that stands for a merchant marine owned and 
operated privately with Government financial assistance to the extent 


{ 


necessary to guarantee the minimum requirement for national defense”’ 
B. “Also, oil compan s and other operators of tankers have placed 
larce numbers of ships under nearby foreign friendly registry but 


retain ownership either directly or through affiliated companies This 


arrangement has also peen used to a lesser degree by some dry-bulk 


carriers, Ships so registered enjoy certain financial advantage in the 
form of lower operating costs, less rigid safety requirements, and more 
favorable tax treatment. At the same time they are permitted to 


the « xception of the domestic trade of the United States” p. 66 

C. “* * * Tt is not likely ships now subsidized could operate long 
without subsidy under the United States flag There is ever present 
the danger that American shipping capital will seek investment in 
foreion-flag ships. The 1936 act subsidy provisions were designed to 
overcome this threat”? (p. 103 

D. “Unless American-flag vessels can be operated profitably many 
owners will seek to transter them to forelen registry so as to take 
advantage of lower operating costs 


engage in operations wh rever there is a demand for such shi S, with 
| | 


for United States-flag ships than for foreign-flag ships that it is becom- 
ing increasingly difficult for American ships, particularly those in 
the nonsubsidized fleet, to compete in foreign trade. This problem 
has become more acute with the increase in foreign-flag competition 
and the reduction in the amount of cargo preference traffic” (p.120, 
Conclusions 

KE. “Since World War II, tramp operators have received consider- 
able assistance from cargo preference legislation, but because this 
form of aid is declining some alternative form of assistance may be 
necessary to maintain in operation the number of tramp ships required 
for national defense. On the basis of experience, world-market rates 
for tramp ships are not expected to be high enough to cover the cost 
of operating such vessels under the United States flag” (p. 120, 
Conclusions). 
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“Operating costs, especially seagoing wage costs, are so much higher 
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Ba; [ffects of foreign transfers 

A. “In summary, it is-concluded that on December 31, 1952,"° th 
size of the active United States merchant fleet was very close to 
adequate, for initial mobilization requirements. While there is no 
margin of safety, the ability of the active merchant fleet to meet 
more fully the requirements of defense planning will be enhanced as 
new and more efficient ships take the place of the old and obsolete 
units. Improvement in other factors previously mentioned affecting 
the size of the merchant fleet required in active operation for national 
defense purposes will also enhance the national defense potential ol 
existing vessels.”’ 


B. ‘Panama and Liberia are becoming increasingly more important 


as competitors of American-flag shipping’ (p. 538 
C. “The United States Government as part of its policy LO ald 
the postwar economic world reconstruction program enacted in 1946 
the Merchant Ship Sales Act authorizing the sale of surplus govern 
ment-owned war-built ships to United States citizens and, with 
certain limitations, to foreign nationals. Under the act, 1,113 ships 
were transferred to foreign registry, primarily European. In addition 
foreign maritime nations have engaged in a large-scale postwar build 
ing program of modern vessels specially designed for the particular 
trades in which they are to be employed. By the end of 1952, the 
merchant fleets of foreign countries had been increased by 2,995 
vessels. Since the United States fleet was decreased by 1,421 vessels 
in the same 6-vear period, largely as a result of sales of government- 
owned ships and transfers of privately owned United States-flag ships 


to foreign registries, the net increase in the world fleet was 1,574 
vessels. Thus at the end of 1952, the United States-flag fleet had 
declined to 32 percent of the total world deadweight tonnage In 


terms of active vessels, however, United States-flag ships constituted 
only about 10 percent of the total’? (p. 67 

D. “National defense, on the basis of current planning, requires an 
active merchant fleet in peacetime of about the size of that in opera- 
tion on December 31, 1952”’ (p. 119, Conelusions 
PPI. Matters which might prevent owners of An é rican-flac eS els 

de suring fore ign registry 

A. “The Maritime Administration is engaged in a review of essential 
trade routes to determine the current essentiality of the various routes 
and amount and kind of service required on such routes as are deemed 
essential. It is imperative that this work be completed, particularly 
as to the service requirements, so that the number of operators 
eligible for subsidy and the overall amount of subsidy obligation of 
the Government can be subject to some control. Piecemeal deter 
minations of route requirements alone are unsatisfactory and do not 
permit proper coordination between Government expenditure for 
operating subsidy and national requirements” (p. 101 

B. ‘Aid to tran ps. The Department of Commerce should request 
legislation authorizing the Secretary of Commerce upon certification 
of national defense necessity by the Secretary of Defense to grant 


“The use 1 Dee. 3 1953 I l 


conclusion, since the numb f 1 I 
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operating subsidy aid on a basis not to exceed parity with foreign 
competitors to ships engaged in tramp operations. Such aid should 
be subject to the development of an administratively feasible program 
and be granted only if (1) the operator replaces or agrees to replace 
existing tramp ships in a manner which will assist the achievement 
of the construction program required for national defense; and (2) 
the other segments of the United States-flag fleet would not be ad- 
versely affected”’ (p. 123, Recommendations). 


O 








